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Joint Applicants Statement No. 1

DIRECT TESTIMONY
OF
JOANNE M. SAVAGE

INTRODUCTION AND BACKGROUND

Please state your name, title, and business address.

My name is Joanne M. Savage. | am the Director of the Rates and Regulatory Affairs
Department — Pennsylvania at FirstEnergy Service Company (“FESC”), a direct, wholly-
owned subsidiary of FirstEnergy Corp. (“FirstEnergy”). My business address is 2800

Pottsville Pike, Reading, Pennsylvania 19605.

Please describe your responsibilities as the Director of the Rates and Regulatory
Affairs Department — Pennsylvania.

I oversee activities related to the regulation of FirstEnergy’s wholly-owned Pennsylvania
electric distribution operating companies (“EDCs”), which include: Metropolitan Edison
Company (“Met-Ed”), Pennsylvania Electric Company (“Penelec”), Pennsylvania Power
Company (“Penn Power”), and West Penn Power Company (“West Penn”). 1 will
collectively refer to these EDCs as the “Pennsylvania OpCos.” | report directly to the Vice
President of Rates and Regulatory Affairs and am responsible for the development,
coordination, preparation, and presentation of the Pennsylvania OpCos’ rate-related
matters before the Pennsylvania Public Utility Commission (“PaPUC” or “Commission”)
and the New York Public Service Commission (“NYPSC”). | am also responsible for
administering the Pennsylvania OpCos’ tariffs, including developing retail electric rates,

rules, and regulations, and ensuring their uniform application and interpretation.
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Joint Applicants Statement No. 1

What is your educational and professional background?

I received a Bachelor of Science in Accounting and Finance from Albright College and a
Master of Business Administration in Corporate Finance from Alvernia University. | have
been employed by FESC since 2005 and have held various positions of increasing
responsibility in the Rates and Regulatory Affairs Department during my tenure here. |
assumed my current position in March 2019. My work experience is more fully described

in Appendix A of my testimony.

Have you ever testified before the PaPUC?
Yes. | have testified before the PaPUC in various rate-related proceedings, as more fully

described in Appendix A of my testimony.

On whose behalf are you testifying in this proceeding?

I am testifying on behalf of Met-Ed, Penelec, Penn Power, West Penn, FirstEnergy
Pennsylvania Electric Company (“FE PA”), Mid-Atlantic Interstate Transmission, LLC
(“MAIT”) and Keystone Appalachian Transmission Company (“KATCo0”). 1 will
hereinafter collectively refer to these entities as the “Companies” or the “Joint Applicants.”

My testimony applies to all of the Companies, unless otherwise stated.

What is the purpose of your testimony?

The purpose of my testimony is to provide a general overview of the proposed transaction
(“Transaction”) under which: (1) Met-Ed, Penelec, Penn Power and West Penn will merge
into one legal entity, FE PA; (2) FirstEnergy will purchase the Class B interests in MAIT
that are currently held by Met-Ed and Penelec; and (3) West Penn will contribute the

transmission assets it owns and operates to KATCo, a subsidiary of FirstEnergy
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Joint Applicants Statement No. 1

(“Transmission Assets”). | will also testify regarding FE PA’s request for a certificate of

public convenience to begin to provide electric distribution service in the combined service

territories of the Pennsylvania OpCos and KATCo’s request for a certificate of public

convenience to provide transmission service. | will further explain why approving the

Transaction will not diminish the Commission’s authority or ability as it exists today to

monitor and investigate anti-competitive behavior in relation to the underlying

transmission assets. Finally, | will detail the benefits of the Transaction as a whole.

Are you sponsoring any exhibits as part of your testimony?

Yes. | am sponsoring the following exhibits with my testimony:

25248311v4

Joint Applicants Exhibit JMS-1 - Map of Metropolitan Edison Company Service
Territory and List of Communities Served

Joint Applicants Exhibit JMS-2 - Map of Pennsylvania Electric Company Service
Territory and List of Communities Served

Joint Applicants Exhibit JMS-3 - Map of Pennsylvania Power Company Service
Territory and List of Communities Served

Joint Applicants Exhibit IMS-4 - Map of West Penn Power Company Service Territory
and List of Communities Served

Joint Applicants Exhibit JIMS-5 - Pre-Transaction Corporate Organization Chart

Joint Applicants Exhibit IMS-6 - Map of Post-Transaction Service Territory of FE PA
Joint Applicants Exhibit JMS-7 - Pro Forma Post-Transaction Corporate Organization
Chart

Joint Applicants Exhibit IMS-8 - FE PA Retail Tariff
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Joint Applicants Statement No. 1

e Joint Applicants Exhibit JMS-9 - FE PA Electric Generation Supplier Coordination
Tariff

e Joint Applicants Exhibit JMS-10 - FE PA Third Party Data Access Tariff

e Joint Applicants Exhibit IMS-11 - Table of Consolidation Retail Tariff Revisions

e Joint Applicants Exhibit IMS-12 - Table of Consolidation Supplier Tariff Revisions.

Q. Were these exhibits prepared by you or under your direction and supervision?

Yes.

Q. Please identify any other witnesses submitting direct testimony on behalf of the Joint

Applicants in this proceeding.

A. Three other witnesses will also sponsor direct testimony in this proceeding on behalf of the

Companies. Those witnesses and topics include:

e Amy S. Patterson (Joint Applicants Statement No. 2), who will provide an accounting
overview of the Transaction, explain the accounting benefits of the Transaction, and
explain several of the affiliated interest agreements associated with the Transaction.

e Ermal Fatusha (Joint Applicants Statement No. 3), who will provide an overview of
the steps required to consummate the Transaction, outline the financing of the
Transaction, describe the financial benefits of the Transaction, and explain certain of
the affiliated interest agreements associated with the Transaction.

e Sally A. Thomas (Joint Applicants Statement No. 4), who will provide an overview of
the Transmission Planning Process, FirstEnergy’s Energizing the Future Program, and
the operational benefits associated with the contribution of West Penn’s Transmission

Assets to KATCo.
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OVERVIEW OF THE PROPOSED TRANSACTION

Please provide an overview of the Joint Applicants’ request in this proceeding.

As fully discussed in the Joint Application, the Companies are requesting that the PaPUC
approve: (1) the merger of Met-Ed, Penelec, Penn Power, and West Penn, FirstEnergy’s
wholly-owned and commonly managed and operated Pennsylvania utility subsidiaries, into
one legal entity, FE PA, which will be a wholly-owned subsidiary of a new intermediate
holding company, FirstEnergy Pennsylvania Holding Company LLC?; (2) FirstEnergy’s
purchase of Class B interests in MAIT from Met-Ed and Penelec; and (3) the contribution
of West Penn’s Transmission Assets to KATCo. Upon the Transaction’s closing, FE PA
will own all of the Pennsylvania OpCos’ electric distribution assets, and the Pennsylvania
OpCos will be dissolved. In addition, KATCo will own all of West Penn’s Transmission
Assets. | will discuss each aspect of the Transaction in detail below, and Mr. Ermal Fatusha
will explain each step to effectuate the Transaction in his direct testimony (Joint Applicants

Statement No. 3).

A. Pennsylvania OpCos Consolidation

Why are the Joint Applicants proposing to merge Met-Ed, Penelec, Penn Power, and
West Penn into one legal entity at this time?

The Transaction is the next step in FirstEnergy’s “FE Forward” initiative, which
FirstEnergy implemented in February 2021. Prior to the implementation of the FE Forward
initiative, FirstEnergy’s ten operating companies, including the Pennsylvania OpCos, had

different processes and practices, which made it difficult to share and implement ideas

1 As noted below and explained in greater detail in the testimony of Mr. Ermal Fatusha (Joint Applicants Statement
No. 3), before the Pennsylvania OpCos are merged with and into FE PA, FirstEnergy will first form three transitory
limited liability companies (i.e., “Penelec LLC,” “Met-Ed LLC,” and “West Penn LLC”). Each of Met-Ed, Penelec,
and West Penn will be merged with and into the associated limited liability company as a part of this initial step.

5
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across these various companies. To address these difficulties, FE Forward has: (1) built
(and continues to build) new solutions to serve customers; (2) changed how FirstEnergy’s
operating companies plan and execute work in the field; (3) established a “digital factory”
within FirstEnergy’s information technology (“IT”) organization to automate and
modernize business solutions; (4) reorganized FirstEnergy to enable more efficiency and
collaboration; (5) implemented initiatives to realize working capital improvements; and (6)
developed a process to focus on capital deployment efficiencies. FE Forward has already
provided a common set of processes for the management and operation of the Pennsylvania
OpCos and introduced administrative benefits and synergies by integrating the
management and operations of the Pennsylvania OpCos. FE Forward has also enabled the
Pennsylvania OpCos to make use of new tools and available technologies to streamline

their efforts.

The Transaction is the next logical step of FE Forward and is important to fully realize
the benefits of a single, distribution-only public utility operating in Pennsylvania. The new
FirstEnergy five-state operating model, including the consolidation of the Pennsylvania
OpCos, will provide further consistency across the entire FirstEnergy footprint. This new
operating model will also make it easier for teams to work across the organization, both on
a statewide basis and enterprise-wide basis, to develop and implement solutions. Benefits
of the Transaction will include continued enhancements to the service we deliver to our
customers, including: delivering a modern digital customer experience, accelerating
widespread electrification, providing sustainable products and solutions, and focusing on
energy affordability. Benefits of the Transaction will also include regulatory and
administrative efficiencies, as well as operational gains that will allow the combined entity

6

25248311v4



10

11

12

13

14

15

16

17

18

19

20

Joint Applicants Statement No. 1

to streamline and process tasks efficiently and focus on enhancing operations to provide
safe and reliable service to customers. The Transaction will result in certain accounting
benefits, as described by Ms. Patterson (Joint Applicants Statement No. 2). It will also
result in certain financial benefits, outlined by Mr. Fatusha (Joint Applicants Statement No.
3). Furthermore, the Transaction, and specifically the contribution of Transmission Assets
to KATCo, will result in certain benefits associated with the creation of a single,
distribution only entity and fully separating transmission operations from West Penn, as
described by Ms. Thomas (Joint Applicants Statement No. 4). Ultimately, the efficiencies
gained from the Transaction will lead to benefits not only for FirstEnergy and its
subsidiaries, but also for customers and stakeholders. All these benefits are further

discussed in Section VIII of my testimony.

Please provide a brief description of the Joint Applicants to the Transaction.

Met-Ed, Penelec, Penn Power, and West Penn are corporations organized and existing
under the laws of the Commonwealth of Pennsylvania. Penn Power is a direct subsidiary
of Ohio Edison Company (“Ohio Edison”), which is a direct subsidiary of FirstEnergy, and
both of which are wholly-owned subsidiaries of FirstEnergy.? Each of the Pennsylvania
OpCos is a “public utility” as defined in Section 102 of the Pennsylvania Public Utility
Code (“Code”), 66 Pa.C.S. 8 102. The Pennsylvania OpCos are also “electric distribution
companies” and “default service providers” as defined in Section 2803 of the Code, 66

Pa.C.S. § 2803.

2 As described below, a prerequisite for this Transaction is the removal of Penn Power from Ohio Edison’s ownership.

7
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The transmission facilities located within the Met-Ed and Penelec service territories are
owned by MAIT and are under the functional control of the PJIM Interconnection, L.L.C.
(“PJM™) as the regional transmission organization (“RTQO”). The PaPUC previously
approved MAIT’s acquisition of Met-Ed’s and Penelec’s transmission facilities and issued
MAIT a certificate of public convenience, evidencing its status as a public utility.> KATCo
is a subsidiary of FirstEnergy that was set up in anticipation of the contribution of the West

Penn Transmission Assets to a separate entity.

Please provide additional details about the nature of Met-Ed’s service.

Met-Ed provides service to more than 587,000 electric utility customers within 3,300
square miles of eastern and southeastern Pennsylvania. Met-Ed has a summer peak load
of about 3,021 megawatts (“MW™), with about two-thirds of that load attributable to

residential and small commercial customers.

Please provide additional details about the nature of Penelec’s service.

Penelec provides service to more than 588,000 electric utility customers within 17,600
square miles in northern and central Pennsylvania and western New York. Penelec has a
summer peak load of about 2,838 MW, with about two-thirds of that load attributable to

residential and small commercial customers.

Q. Please provide additional details about the nature of Penn Power’s service.

3 Joint Application of Mid-Atlantic Interest Transmission, LLC (“MAIT”"); Metropolitan Edison Company (““Met-Ed”’)
And Pennsylvania Electric Company (““Penelec”) For: (1) A Certificate of Public Convenience Under 66 Pa.C.S. §
1102(a)(3) Authorizing The Transfer Of Certain Transmission Assets From Met-Ed And Penelec To MAIT; (2) A
Certificate Of Public Convenience Conferring Upon MAIT The Status Of A Pennsylvania Public Utility Under 66
Pa.C.S. 8 102; And (3) Approval Of Certain Affiliate Interest Agreements Under 66 Pa.C.S. § 2102, Docket Nos. A-
2015-2488903, et al. (Opinion and Order entered Aug. 24, 2016) (“MAIT Order™).
8
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Penn Power provides service to about 171,000 electric utility customers within 1,100
square miles in western Pennsylvania. Penn Power has a summer peak load of about 944
MW, with about three-quarters of that load attributable to residential and small commercial

customers.

Please provide additional details about the nature of West Penn’s service.

West Penn provides transmission and distribution service to about 737,000 electric utility
customers within 10,400 square miles in central and southwestern Pennsylvania. West
Penn has a summer peak load of about 3,827 MW, with about two-thirds of that load

attributable to residential and small commercial customers.

How are the transmission facilities located within the Pennsylvania OpCos’ respective
existing service territories owned and operated?

The transmission facilities located within the Met-Ed and Penelec service territories are
owned by MAIT and are under the functional control of the PJM as the RTO. The PaPUC
previously approved MAIT’s acquisition of Met-Ed’s and Penelec’s transmission facilities
and issued MAIT a certificate of public convenience, evidencing its status as a public

utility

The transmission facilities located within the Penn Power service territory are owned
by American Transmission Systems Incorporated (“ATSI”) and are under the functional

control of PJM as the RTO. The PaPUC previously approved ATSI’s acquisition of Penn

4 See generally, MAIT Order.
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Power’s transmission facilities and issued ATSI a certificate of public convenience,
evidencing its status as a public utility.®

While West Penn currently owns its transmission facilities, those facilities will be
contributed to KATCo as a part of this Transaction. | discuss the proposed contribution of

West Penn’s Transmission Assets to KATCo in Section 111 of my testimony.

Q. What impact will the consolidation of the Pennsylvania OpCos into a single legal
entity have upon their respective existing tariffs?

A. Following the merger, the existing tariffs for the Pennsylvania OpCos, including West
Penn’s tariff for The Pennsylvania State University (“PSU”), will be combined, such that
each will operate as a “rate district” under FE PA’s tariff. As further described later in my
testimony, FE PA will provide retail distribution services in each rate district through this
consolidated tariff, and each rate will correspond with the Pennsylvania OpCos’ historical
geographic service territories. FE PA will provide electric service to each rate district

under the same rates, terms, and conditions for service as the existing Pennsylvania OpCos.

Will the Transaction impact current customer rates?

No. Customers will not experience any impact to their current rates as a result of the
Transaction. The distribution rates will be the same as the rates that were approved by the
PaPUC in each of the Company’s distribution rate cases effective January 27, 2017. Rider

rates in effect at the time the Transaction is approved will also remain unchanged.

5 Application of Pennsylvania Power Co. for (1) a Certificate of Public Convenience Authorizing the Transfer of
Certain Transmission Assets to American Transmission Systems, Inc., And (2) Approval of Certain Affiliated Interest
Agreements Necessary to Effect the Transfer, Docket No. A-110450F0016 (July 14, 2000) (“ATSI Order™).

10
25248311v4
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Furthermore, the Transaction will not change any existing programs at the
Pennsylvania OpCos. For example, the Transaction will not affect the PaPUC order in
Docket Nos. P-2021-3030012, et al., effective August 4, 2022, regarding the Pennsylvania
OpCos’ recent Default Service Program (“DSP”) for the term June 1, 2023 through May
31, 2027. Nor will the Transaction affect the Pennsylvania OpCos’ existing programs such
as universal service or energy efficiency programs. Future filings for each program will

address consolidation of such programs and rates when appropriate.

Please describe the Joint Applicants’ proposal regarding the existing geographical
electric distribution service areas.

Today, Met-Ed, Penelec, Penn Power, and West Penn each have their own PaPUC-
approved tariffs specifying the conditions under which they distribute electric service and
provide various other retail services within their service territories. Joint Applicants
Exhibits JIMS-1 through JMS-4 show the service areas for each Pennsylvania OpCo as they
exist today, as well as a detailed list of counties, cities, boroughs, and townships served by
each Pennsylvania OpCo. The Pennsylvania OpCos do not propose any changes to these
geographical service boundaries to maintain the existing rate structure for each service
area. Joint Applicants Exhibit JIMS-6 provides a map of the FE PA service territory as it
will exist after the merger is approved. As I explained earlier in my testimony, the current
service territory of each of these Pennsylvania OpCos will be referred to as a rate district,
and these rate districts will align with the respective Pennsylvania OpCos’ current
geographical service territories. The rates for each rate district will equate to the rates in
effect in each Pennsylvania OpCos’ tariff at the time the PaPUC approves the proposed
Transaction.

11
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What are the Joint Applicants proposing in regard to the existing individual
Pennsylvania OpCos’ retail tariffs?

As | previewed earlier, the Pennsylvania OpCos propose to consolidate the five individual
retail tariffs into one combined retail tariff using the rate districts to continue the current
rate structure until a future base rate case filing. The Transaction will not affect the current
geographical service area for ratemaking purposes. As part of the consolidated retail tariff,
the current tariff for PSU, within the West Penn service area, will be dissolved and the rates
for PSU will be included in the consolidated retail tariff as a separate rate district. The rate

districts will be named as follows: Met-Ed; Penelec; Penn Power; West Penn; and PSU.

The Pennsylvania OpCos updated their retail tariffs in a 2014 base rate case filing in
order to improve consistency across each Pennsylvania OpCos’ tariff with respect to both
the Definitions and the Rules and Regulations therein. After the Transaction is completed,
the combined tariff will use the same language in the Definitions, the Rules and
Regulations, and the Riders, and will set forth any language which only applies to a specific
rate district. Joint Applicants Exhibit IMS-8, which is the Joint Applicants’ proposed post-
Transaction retail tariff, includes tables that present the rates of each of the five rate districts
separately in the rate schedules as well as a matrix that specifies the applicable riders for

each rate schedule.

Do the Joint Applicants have an exhibit that lists how the individual Pennsylvania
OpCos’ retail tariffs will be combined to create a single consolidated retail tariff?

Yes. Joint Applicants Exhibit JMS-11 highlights the proposed revisions required to
consolidate the existing retail tariffs into a single tariff. The Rules and Regulations, Rates,

and Rider pages list the proposed revisions to each regulation, rule, rate schedule, and rider
12
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needed to successfully merge the individual company tariffs into a single tariff. The West
Penn rate schedule renaming matrix translates the current numerical rate schedule naming
convention to an updated nomenclature that aligns with the Met-Ed, Penelec, and Penn
Power rate schedule naming convention. Importantly, the proposed revisions shown on
Joint Applicants Exhibit JMS-11 do not alter the currently existing rates, terms, or
conditions of service provided in the Pennsylvania OpCos’ individual tariffs. Rather, any

changes reflect the consolidation of the historically separate tariffs into a single tariff.

What tariff revisions are the Pennsylvania OpCos proposing in order to consolidate
the supplier and third-party data access tariffs?

The Electric Generation Supplier Coordination Tariff (“Supplier Tariff”) for each of Met-
Ed, Penelec, Penn Power, and West Penn, recently approved in the DSP proceeding, will
also be consolidated as the Consolidated Electric Generation Supplier Coordination Tariff
(“Consolidated Supplier Tariff”). The Consolidated Supplier Tariff is included as Joint
Applicants Exhibit JIMS-9. The Pennsylvania OpCos developed a three-step process to
consolidate these tariffs into the Consolidated Supplier Tariff. First, the Met-Ed and
Penelec Supplier Tariffs were compared, as these two Supplier Tariffs contained
essentially the same language. Second, the Pennsylvania OpCos completed a review of
the Penn Power Supplier Tariff and integrated language that solely existed in the Penn
Power tariff into the Consolidated Supplier Tariff. Joint Applicants Exhibit JIMS-12 lists
those differences. Third, a review was performed of the West Penn Supplier Tariff, and
the Pennsylvania OpCos determined that the language differences were negligible and did
not change existing rates, terms, or conditions of service. A list of those negligible
differences is set forth in Joint Applicants Exhibit IMS-12. Joint Applicants Exhibit JIMS-

13
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12 also provides additions to the Consolidated Supplier Tariff. The tariff additions are

stylistic and will not adversely affect electric generation suppliers.

Finally, each of the Pennsylvania OpCos’ Third-Party Data Access Tariffs, which were
approved by the PaPUC as part of the Pennsylvania OpCos’ recent DSP proceeding, will
be consolidated into a single Third-Party Data Access tariff as part of the Transaction
(“Consolidated Third-Party Data Access Tariff”). The four individual Third-Party Data
Access Tariffs were nearly identical, aside from the operating company name. Therefore,
the Consolidated Third-Party Data Access Tariff contains the same language included in
each individual Third-Party Data Access Tariff. Joint Applicants Exhibit JMS-10 sets forth

the Consolidated Third-Party Data Access Tariff.

B. Purchase Of MAIT Class B Interests

Please summarize the aspect of the Transaction that involves FirstEnergy’s purchase
of Class B interests in MAIT from Met-Ed and Penelec.

As explained in detail in the testimony of Mr. Fatusha (Joint Applicants Statement No. 3),
the second step of the Transaction will involve FirstEnergy purchasing Met-Ed’s and
Penelec’s Class B interests in MAIT for cash consideration. This purchase will occur after
limited liability companies (“LLCs”) associated with each of Met-Ed, Penelec, and West

Penn are formed, and after each of these entities merges with and into its associated LLC.

Why is FirstEnergy purchasing these interests at this time?
FirstEnergy is purchasing these interests as part of the overall effort to form a consolidated,
distribution-only entity with FE PA. Ms. Patterson will further explain the accounting

impacts of this part of the Transaction in her testimony (Joint Applicants Statement No. 2),

14
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and Mr. Fatusha provides further details regarding the basis and structure for the purchase

in his testimony (Joint Applicants Statement No. 3).

Will FirstEnergy’s purchase of the Class B interests in MAIT from Met-Ed and
Penelec have an impact on rates?

No.

Will FirstEnergy’s purchase of the Class B interests in MAIT from Met-Ed and
Penelec have an impact on FE PA’s post-consolidation operations or service?

No.

CONTRIBUTION OF WEST PENN TRANSMISSION ASSETS TO KATCO

Please describe how West Penn’s Transmission Assets are currently owned and
operated.

In addition to its electric distribution operations described above, West Penn currently
owns and operates 1,702 miles of transmission lines and related facilities. West Penn’s
transmission infrastructure is under the functional control of PJM as the RTO that operates

the bulk electric power system serving Pennsylvania.

How is West Penn currently being compensated as a transmission owner?

On behalf of transmission owners, PJM bills entities that take transmission service over
transmission facilities located in PJM’s territory (hereinafter “Transmission Customers”),
consistent with the provisions of its Open-Access Transmission Tariff (“OATT”) approved
by the Federal Energy Regulatory Commission (“FERC”). Transmission Customers
include entities serving load (“LSEs”) in West Penn’s service territory. The LSEs include

electric generation suppliers (“EGSs”) and wholesale suppliers of default service selected
15
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through the competitive default service procurement processes approved by the
Commission. PJM bills Transmission Customers, on behalf of West Penn (in its role as a
transmission owner), for West Penn’s annual revenue requirement comprised of network
integrated transmission service (“NITS”) and transmission enhancement charges
(“TECs”). The EGSs include the cost of NITS in the prices they charge to shopping
customers, and West Penn includes the cost associated with NITS in the price of the default
service product. West Penn charges retail customers for TECs through its Default Service
Support Rider. The associated payments made to PJM by Transmission Customers are
used to compensate West Penn for providing transmission service through its transmission

facilities.

How does West Penn currently classify Transmission Assets in distinguishing its
distribution service?
West Penn currently classifies all facilities with voltage levels at or above 100 kilovolts

(“kV”) as Transmission Assets.

At what point will the PIM transmission payments to West Penn shift to KATCo?

Immediately upon closure of the Transaction, KATCo, as the owner of the Transmission
Assets, will be entitled to receive all transmission revenue derived from the provision of
transmission service through the use of the transmission facilities currently owned by West

Penn.

16
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Please describe KATCo and its current role in the FirstEnergy corporate structure.
KATCo is a direct subsidiary of FirstEnergy that was set up in anticipation of the
contribution of West Penn’s Transmission Assets to a separate entity. KATCo currently

contains no assets.

Please describe the contribution of West Penn’s Transmission Assets to KATCo.

West Penn will make a one-time contribution of its existing Transmission Assets to
KATCo through a tax-free transfer in exchange for Class B interests of KATCo stock.
West Penn will then sell these Class B interests to FirstEnergy for cash. As a result of the
Transaction, West Penn will no longer own any transmission facilities. The distribution
and sub-transmission assets owned by West Penn will not be affected by this aspect of the
Transaction, though as | explain in other parts of my testimony, these assets will be

contributed to and operated by FE PA as part of the overall Transaction.

Please describe the transmission assets and associated liabilities that West Penn will
contribute to KATCo.

West Penn will contribute the Transmission Assets at net book value (original cost less
depreciation reserve) to KATCo in exchange for a membership interest in KATCo. As
explained in further detail in the testimony of Ms. Patterson (Joint Applicants Statement
No. 2), this transaction also results in a transfer of transmission property-related
Accumulated Deferred Income Taxes (“ADIT”) and transmission-related regulatory
assets/liabilities from West Penn’s books to KATCo’s books. Because the ADIT
associated with West Power’s Transmission Assets is already excluded from the
determination of West Penn’s distribution rate base, the Transaction will not shift costs

between transmission and distribution customers.
17
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Will West Penn contribute land or other real estate interests along with the
Transmission Assets it proposes to divest under the Transaction?

No. The associated land and other real estate interests will remain on West Penn’s books,
and a Ground Lease (Joint Applicants Exhibit No. AP-8) will be put into place between FE
PA (as lessor) and KATCo (as lessee). As described in Ms. Patterson’s testimony (Joint
Applicants Statement No. 2), all of West Penn LLC’s rights and obligations under the
Ground Lease will transfer to FE PA by operation of law following the merger of West
Penn LLC with and into FE PA. The associated transmission land and other real estate
interests, as well as the Ground Lease payments from KATCo to FE PA will be excluded
from future distribution base rate cases. This exclusion is consistent with the existing
ratemaking treatment for land interests that are booked to FERC Account 350. Such costs
have historically been reflected in the determination of West Penn’s transmission rates, but
have been excluded from the determination of West Penn’s distribution rate base as non-

jurisdictional.

Will there be any shared property by KATCo and FE PA? If so, how will the Ground
Lease’s allocation formula operate for allocation of costs between facilities that are
utilized for both transmission and distribution functions?

Yes. KATCo will lease the property associated with the contributed Transmission Assets
from FE PA by way of the Ground Lease. West Penn currently has, and FE PA (as
successor-in-interest to West Penn LLC) may in the future construct, distribution lines
suspended from structures that were built for transmission lines. Consequently, those
structures and the rights-of-way on which they were constructed are Transmission Assets.
As explained in Ms. Patterson’s testimony (Joint Applicants Statement No. 2), FE PA will
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25248311v4



10

11

12

13

14

15

16

17

18

19

20

21

22

23

Joint Applicants Statement No. 1

own the land on which the contributed Transmission Assets are located and will lease it to
KATCo through the Ground Lease. FE PA reserves the right to occupy the leased rights-
of-way for compatible uses, including locating its distribution lines on such rights-of-way,
subject to the additional terms and conditions set forth in Articles 7 and 8 of the Ground
Lease. The rent KATCo pays to FE PA under the Ground Lease will not be reduced for
any use or assumed use of the transmission rights-of-way for distribution purposes, because

their primary use is and will continue to be for transmission facilities.

Will KATCo or FE PA own any new or expanded rights-of-way for transmission
facilities?

Generally, KATCo will own any new or expanded rights-of-way for transmission facilities.
However, there may be fact-dependent instances where both KATCo and FE PA will own
the expanded rights-of-way. For example, if KATCo is extending a transmission line to
serve a new substation to support the sub-transmission system, it may be beneficial to have
both the KATCo transmission facilities and the FE PA sub-transmission facilities on the
same structures or in the same right-of-way to facilitate the connection of the KATCo
facilities to the new substation and the connection of the FE PA sub-transmission facilities

to the existing sub-transmission grid.

Will the Transaction change how transmission service in the West Penn service area
is regulated?

No, it will not. The contributed Transmission Assets will remain subject to the terms of
PJM’s OATT at all times before, during, and after the Transaction. As discussed in detail
in Ms. Thomas’s testimony (Joint Applicants Statement No. 4), KATCo will continue to

provide all transmission services over the Transmission Assets currently owned by West
19
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Penn pursuant to the terms of PJIM’s OATT. PJM will retain functional control over these
facilities and their use as it relates to the provision of service to Transmission Customers,
consistent with current operations. Rates for transmission service will continue to be
FERC-jurisdictional and administered by PJM through its OATT. Moreover, in Section
IV.B of this testimony, the Joint Applicants are requesting that the Commission issue to
KATCo a certificate of public convenience under Section 1101 of the Code, so as to confer

public utility status upon it under Section 102 of the Code.

Will KATCo have a contractual relationship with other FirstEnergy companies
related to its ownership of the Transmission Assets?

Yes, it will. KATCo will be FirstEnergy’s operating subsidiary, similar to the corporate
relationship FirstEnergy has with MAIT and ATSI. Accordingly, the Joint Applicants are
requesting Commission approval of the following affiliated interest agreements: (1) the
FirstEnergy Service Agreement; (2) the Revised and Amended Mutual Assistance
Agreement (“MAA”); (3) the Ground Lease | discussed earlier; (4) the Amended Capital
Contribution Agreement; and (5) the FirstEnergy Regulated Money Pool Agreement. Each
of the first four of these agreements is described in further detail and included as an exhibit
to the testimony of Ms. Patterson (Joint Applicants Statement No. 2), and the fifth
agreement is described in further detail and included as an exhibit to the testimony of Mr.

Fatusha (Joint Applicants Statement No. 3).
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REQUESTS FOR A CERTIFICATE OF PUBLIC CONVENIENCE

A. FE PA’s Request For A Certificate Of Public Convenience To Beqgin To
Provide Public Utility Service

As part of the Transaction, are the Joint Applicants requesting a certificate of public
convenience for FE PA to begin to provide electric distribution service in
Pennsylvania?

Yes. As | explained earlier, after each of the Pennsylvania OpCos is merged with and into
FE PA, each will be operated as a separate rate district within the boundaries of their
existing service territories. In order to permit FE PA to provide service under this rate
district structure, the Joint Applicants are requesting a certificate of public convenience
conferring public utility status upon FE PA and authorizing it to provide electric

distribution service within the combined service territories of the Pennsylvania OpCos.

Are the Pennsylvania OpCos requesting any other certificates of public convenience
related to FE PA’s request to initiate electric distribution service in Pennsylvania?

Yes. As explained in the Application, the Pennsylvania OpCos are requesting a certificate
of public convenience authorizing the abandonment of service by each of the Pennsylvania
OpCos in their respective historical service territories. Through the proposed Transaction,
FE PA will assume the role of electric distribution company serving the customers located

in those areas.

Furthermore, as a part of the Transaction, FirstEnergy Pennsylvania Holding Company
LLC (“FE PA HoldCo”) located in Delaware will be formed. FE PA HoldCo will be the
parent of FE PA. While FE PA HoldCo will not provide public utility service, | am advised

by counsel that the insertion of FE PA HoldCo into the chain of ownership of FE PA also
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requires the issuance of a certificate of public convenience. This step of the Transaction is

proper for the reasons explained by Mr. Ermal Fatusha (Joint Applicants St. No. 3).

Please describe the current operation of the Pennsylvania OpCos.

Each of the Pennsylvania OpCos currently provides safe and reliable service to customers
throughout their respective service territories. The Pennsylvania OpCos also prepare and
file all necessary regulatory reports in a timely manner. In addition, the Pennsylvania
OpCos maintain an open and transparent relationship with the PaPUC and with the
NYPSC. The consolidation of the Pennsylvania OpCos into a single entity will further
strengthen the overall effort begun through FE Forward to streamline, simplify, and

modernize FirstEnergy’s management structure and operations.

What technical support exists today that will continue to exist post-consolidation?

The FE Forward initiative centralized technical groups including Safety and Human
Performance, Facilities, Human Resources, Organization Performance Management and
Strategy, and Engineering Services. The centralization of these specialized areas helps
these groups implement best practices and ensures that employees have the training and
skills needed to perform their jobs safely and efficiently each day. Because the leadership
and reporting structure established with FE Forward will remain unchanged after
consummation of the Transaction, each employee will continue to provide the same level
of technical support as they do today to provide safe and reliable service to customers. The
forward-looking initiatives that emerged from FE Forward will be able to manifest within
the current teams from each department now, given the increased focus on the new

consolidated structure.
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What new technical support will exist post-consolidation?

While the Pennsylvania OpCos have not performed a comprehensive analysis of all the
technical support that will result from the Transaction, the consolidation of the
Pennsylvania OpCos into FE PA will permit the formation of a single legal entity that will
match the recently updated management and operation structure of the Pennsylvania
OpCos. The Transaction builds on the FE Forward initiatives, such that the time is now
ripe for the Transaction to be consummated. As described in the testimony of Ms. Patterson
(Joint Applicants Statement No. 2), the newly formed entity will be issuing one regulatory
financial report, as a Pennsylvania utility, instead of four different reports. Mr. Fatusha’s
testimony describes the financial support of FE PA post-Transaction (Joint Applicants

Statement No. 3).

Will the consolidation of the Pennsylvania OpCos impact the PaPUC’s jurisdiction
over the Pennsylvania OpCos’ electric distribution facilities, rates, and terms of
service?

No. Following approval by the PaPUC, the proposed Transaction will not change the
Commission’s authority over the Pennsylvania OpCos’ electric distribution facilities, rates,

and terms of service.

B. KATCo’s Request For A Certificate Of Public Convenience

As part of the Joint Application, is KATCo requesting that the PaPUC issue a
certificate of public convenience conferring public utility status upon KATCo?

Yes. As | mentioned earlier in my testimony, KATCo is requesting that the Commission
issue a certificate of public convenience that (a) confers upon it public utility status and (b)

expressly states that KATCo does not have the right to furnish any intrastate electric service
23
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in Pennsylvania. Although FERC will have exclusive jurisdiction over the rates, terms,
and conditions of KATCo’s provision of transmission service, the issuance of a certificate
of public convenience conferring public utility status upon KATCo will subject KATCo to
the Commission’s regulations pertaining to the siting of high voltage (i.e., greater than 100
kV) transmission lines. As explained in the Joint Application, as a consequence of the
issuance and receipt of a certificate of public convenience and the Commission’s
jurisdiction over the siting and construction of KATCo’s transmission facilities, such

facilities will be exempt from municipal zoning and land use regulations.

How will the Transaction impact the competitiveness of transmission service in
Pennsylvania and the ability of the Commission to monitor and investigate anti-
competitive behavior?

If approved by the PaPUC, the proposed Transaction will not diminish the Commission’s
authority or ability as it exists today to monitor and investigate anti-competitive behavior
in relation to the underlying Transmission Assets. KATCo’s transmission service will be
regulated by FERC through PIM’s OATT and if KATCo’s request for a certificate of
public convenience is granted, KATCo will become a Pennsylvania public utility and the
Commission will have the same authority to investigate alleged anti-competitive behavior

with respect to its provision of transmission service that it currently has over West Penn.

All transmission services over West Penn’s extant Transmission Assets contributed to
KATCo will be provided on a non-discriminatory basis pursuant to the terms of PIM’s
OATT in the same manner those services are currently furnished by West Penn. The
Transmission Assets will remain subject to the terms of PJIM’s OATT before, during, and

after the closing of the Transaction. Rates for transmission service will remain subject to
24
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FERC’s jurisdiction and will be administered by PJM through its OATT. FE PA will own
and operate all distribution facilities West Penn presently owns and will continue to provide
retail electric service within the rate district that will encompass West Penn’s existing

service territory in the same manner as West Penn does today.

Please address KATCo’s fitness to furnish public utility service.
I understand that an applicant for a certificate of public convenience to operate as a public
utility in Pennsylvania must demonstrate its technical, financial, and legal fitness. Below,

I will address, and demonstrate, how KATCo satisfies each of these requirements.

Will KATCo have the technical capacity to furnish electric transmission service in
Pennsylvania in the manner set forth in the Joint Application and your testimony?

Yes, it will. KATCo will be a member of the FirstEnergy holding company system. As
such, it will have the same access that West Penn currently has to the resources and
expertise available from FESC. The FirstEnergy Service Company Agreement (Joint
Applicants Exhibit No. AP-9) and the MAA (Joint Applicants Exhibit No. AP-10), for
which approval as affiliated interest agreements is being sought in this Joint Application,
will provide the legal basis for KATCo to request and obtain the full range of services
delineated or otherwise enumerated under the terms of those agreements. KATCo will also
have access to the existing well-trained complement of West Penn employees, who have
extensive experience in operating and maintaining West Penn’s transmission systems, as

described further by Ms. Thomas in her testimony (Joint Applicants Statement No. 2).

Please describe KATCo’s financial fitness.
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KATCo will be a member of FirstEnergy’s regulated money pool pursuant to the terms of
the FirstEnergy Regulated Money Pool Agreement (Joint Applicants Exhibit EF-5), for
which PaPUC approval is requested in the Joint Application, and is expected to also have
short-term borrowing capacity under a revolving credit facility. These two sources of
short-term borrowing capacity should provide KATCo sufficient liquidity for all its day-
to-day operations. New capital investments in transmission assets will be financed by a
combination of equity and the issuance of debt by KATCo. As explained by Mr. Fatusha
in his testimony (Joint Applicants Statement No. 3), KATCo is expected over time to have
increased access to capital at reasonable rates based on its comparatively stronger financial

metrics as a stand-alone transmission company.

Will KATCo have the legal fitness to be a certificated Pennsylvania public utility?

Yes, it will. KATCo will operate and maintain its entire interstate transmission system,
including the portions thereof located in Pennsylvania, safely and in full compliance with
applicable legal requirements. Moreover, KATCo will continue West Penn’s track record
of meeting applicable legal and regulatory obligations and consistently furnishing safe and
reliable transmission service. In addition, KATCo acknowledges that, as the holder of a
certificate of public convenience, it will be required to comply with the Pennsylvania
Public Utility Code and the Commission’s regulations and orders, excluding those
provisions that expressly or by reasonable implication apply only to a public utility that
furnishes intrastate service within Pennsylvania or that are preempted by FERC’s exclusive
jurisdiction over interstate transmission service and rates. However, KATCo reserves the

right to hereafter petition the Commission to be relieved of requirements that, given
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KATCo’s provision of only interstate transmission service subject to the exclusive

jurisdiction of FERC, would not serve a reasonable regulatory purpose.

What other filings are being made in conjunction with the Transaction?
Concurrent to this filing, the Joint Applicants will be making filings at the FERC and the

NYPSC seeking approval of the Transaction.

When do the Joint Applicants intend to close the Transaction?

The Joint Applicants anticipate closing the Transaction only after all necessary regulatory
approvals are obtained. The Joint Applicants currently anticipate that they will have all
these required approvals and will be able to close the Transaction no later than January 1,
2024. A calendar year transition to close the Transaction will allow for a cleaner transition

of the books and records thereby simplifying the closing process.

CORPORATE STRUCTURE PRE-AND POST TRANSACTION

Please describe the current corporate structure of the Joint Applicants.

Currently, FirstEnergy is the parent of Met-Ed, Penelec, Ohio Edison, and West Penn, and
Penn Power is a direct subsidiary of Ohio Edison. However, Penn Power is regulated by
the PaPUC, and it has its own set of separate books. West Penn presently owns 50% of the
assets under Allegheny Pittsburg Coal Company, 25% under The West Virginia Power &
Transmission Company, and the remaining 25% under West Penn Southwest, LLC.
KATCo and MAIT are presently subsidiaries of FirstEnergy. The current corporate

structure of the Joint Applicants is presented in Joint Applicants Exhibit JMS-5.
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How will the structure change after the Transaction is completed?

Upon the completion of the Transaction, FE PA HoldCo located in Delaware will be
formed. The FE PA HoldCo will be the parent of FE PA. As a result of the Transaction,
Penn Power will be transferred from under Ohio Edison and into FE PA. FE PA will, in

turn, own what was previously owned by Met-Ed, Penelec, West Penn, and Penn Power.

In addition, MAIT and KATCo will maintain their existing positions in FirstEnergy’s
corporate structure. However, KATCo will own West Penn’s former Transmission Assets.

The post-Transaction corporate structure is depicted in Joint Applicants Exhibit IMS-7.

MANAGEMENT STRUCTURE PRE-AND POST-MERGER

Please describe the current management structure for the Pennsylvania OpCos.

As part of FE Forward, a new organization structure for the Pennsylvania OpCos went into
effect on January 30, 2022. The new structure established a consolidated management
team, which was an important step in moving towards the FirstEnergy five-state
operational model. The consolidated management team works within and in some cases
across operating company boundaries, while each employee directly charges the company
they support or the appropriate cost collector for proper allocation of their time and

expenses.

Will the management structure change with the Transaction?
The management structure put in place with FE Forward will remain essentially
unchanged. The Transaction will not impact the current reporting relationship of

employees. However, the accounting and finance activities will change as discussed in the
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respective testimonies of Ms. Patterson (Joint Applicants Statement No. 2) and Mr. Fatusha

(Joint Applicants Statement No. 3).

Will the management structure of KATCo be impacted by the consolidation of the
Pennsylvania OpCos or by the contribution of West Penn’s Transmission Assets to
it?

No, because KATCo does not have any employees.

IMPACT ON CUSTOMERS, EMPLOYEES, AND THE COMPETITIVE MARKET
PLACE

How will the merger of the Pennsylvania OpCos affect their retail electric distribution
service customers?

There will be no rate impact to the Pennsylvania OpCos’ customers as a result of the
Transaction. As | mentioned previously, customer rates will not be impacted by the
Transaction because the customers will continue to receive electric service at the rates in
effect at the time of the Transaction based on their applicable rate district. Operationally,
the customers will continue to receive safe and reliable service. The branding of the
individual Companies will not change in the near-term. In the long-term, customers will
benefit from the various advantages identified in my testimony as well as those identified

in Ms. Amy Patterson’s and Mr. Ermal Fatusha’s testimony.

How will the Transaction affect low-income customers and the Pennsylvania OpCos’
Universal Service Programs?

The Transaction will not affect the service provided to low-income customers who
participate in the current Universal Service Programs or those low-income customers who

do not participate in such programs. The Pennsylvania OpCos’ Universal Service
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Programs are managed by Customer Service and share a common set of systems, rules, and
processes. The Universal Service Programs will continue to be reviewed and approved by

the Commission post-Transaction through the Universal Service Program filings.

Will low-income customers under the Pennsylvania OpCos’ Customer Assistance
Programs (“CAP”’) experience any changes?
No. The Transaction will have no impact on CAP customers because the rate districts will

retain the same CAP plans currently in effect for each Company.

How will the merger affect the Pennsylvania OpCos’ reliability metrics?

The reliability metrics established by the PaPUC for each Pennsylvania OpCo will not
change as a result of the Transaction. The metrics will continue to be tracked and reported
by operating company unless the PaPUC establishes new metrics as a result of the on-going

reliability collaborative.

How will the Transaction affect each Company’s employees?

Each Company’s employees will continue to report as they currently do today based on the
consolidated management and operational organization already effective with the FE
Forward initiative. Other than a change in employer to FE PA, there will be no additional

changes due to the proposed Transaction.

What effect will the Transaction have on electric competition in the Commonwealth
of Pennsylvania?
The Transaction will have no effect on electric competition for customers of the Companies

or on EGSs. Existing Met-Ed, Penelec, Penn Power, and West Penn contracts will be
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maintained, and customers of each Company will continue to have access to the same

competitive market as they do today.

Will the proposed contribution of Transmission Assets to KATCo have any anti-
competitive effect?

No. As noted previously, West Penn seeks only to fully separate its transmission facilities
from its distribution facilities. KATCo does not own any generation or distribution
facilities, nor will it own or control any generation or any distribution assets upon
completion of the proposed Transaction. When the contribution of Transmission Assets to
KATCo is completed, West Penn will no longer own transmission facilities. Consequently,
the proposed contribution will have no effect on the concentration of generation or
transmission assets or upon market power. Moreover, because the underlying transmission
facilities will remain under the functional control of an RTO following the Transaction’s
approval (as is presently the case), it will have no adverse effect on competition in the

wholesale power market.

BENEFITS OF THE FE FORWARD INITIATIVE AND THE PROPOSED
TRANSACTION

Please explain the benefits customers will experience from the FE Forward initiative.
The FE Forward initiative is a comprehensive plan designed to improve the quality and
reliability of the company’s electric transmission and distribution systems, while also
enhancing customer service and engagement. The initiative includes investments in
infrastructure, technology, and customer-focused programs all aimed at delivering a more
modern and effective energy experience for customers. The new five-state operating model

and corresponding changes to our organizational structure are designed to centralize
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decision-making and create greater consistency across the company. The model enables

us to streamline efforts and make it easier for teams to develop and implement business

solutions. By restructuring our organization, streamlining, and centralizing our processes

and practices, and implementing more modern tools, FE Forward is reshaping our company

as FirstEnergy strives to emerge as a premier public utility.

25248311v4

There are several ways that FE Forward benefits FirstEnergy’s customers, including:

1. Enhanced productivity: The initiative includes improvements through system

integration that puts advanced technology tools, such as mobile dashboards and
remote access to asset management information, in the hands of frontline
employees. FE Forward is focusing on improving the efficiency of capital projects
and modernizing processes. Asset management tools will allow FirstEnergy to
make better decisions regarding project management.

Enhanced customer service: FE Forward includes a number of programs and
initiatives aimed at improving customer service and engagement. For example, the
company has launched a new customer-focused website and mobile app, which
make it easier for customers to manage their accounts, pay their bills, and report
outages. The company has also implemented new customer service technologies,
such as chatbots and virtual assistants, which provide faster and more personalized
support. In addition, FirstEnergy identified approaches to connect to low-income
customers, resulting in an increase in enrollment in low-income programs.
Increased efficiency in supply chain: FirstEnergy is committed to helping its
customers and stakeholders through updating its supply chain system. As part of
the transformation, the Supply Chain group is updating its technology to become

32



10

11

12

13

14

15

16

17

18

19

20

21

Joint Applicants Statement No. 1

an easy to engage and data-driven function for FirstEnergy. For example,
FirstEnergy is currently implementing new Source to Pay software to replace its
current enterprise sourcing platform. The new technology will link our sourcing,
contract lifecycle management, purchase requisition, purchase order creation,
invoicing, and payments in one tool. Stakeholders will become more confident in
FirstEnergy’s sourcing decisions and governance with the technology.
The Pennsylvania OpCos have made major strides to combine the operations and
administration of the four separate electric utilities, but merging the Pennsylvania OpCos
under the Transaction will allow these changes to happen in a more streamlined fashion

and help eliminate roadblocks to collaboration where possible.

Please describe the benefits expected from the Transaction.

While the Transaction builds on the above-listed benefits of FE Forward by formalizing
the reorganization and streamlined processes within FE Forward, the Transaction itself will
accrue several short-term and long-term benefits for FirstEnergy, its consolidated
subsidiaries, and the consolidated company’s (i.e., FE PA’s) customers. These benefits

will include increased regulatory, financing, and administrative efficiencies.

What are the short-term benefits of the Transaction?

The proposed consolidation of the Pennsylvania OpCos will produce immediate benefits
and is the critical next step in achieving and realizing longer-term future benefits once rates
and other terms of service are unified. Customers can see short-term benefits, including

but not limited to, the following:
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1. Financing benefits: As described further in the testimony of Mr. Fatusha (Joint

Applicants Statement No. 3), the Transaction will result in interest expense savings
on the issuance of new long-term debt, including any refinancing of existing debt.
In addition, FE PA will become an SEC registrant and thus have greater access to
capital markets; this immediate benefit will later be reflected in a lower cost of debt
in base rates for FE PA.

Regulatory and administrative efficiencies: Increased regulatory and administrative
efficiencies are the most readily apparent benefits to the consolidation of the
Pennsylvania OpCos. Forming a consolidated entity will reduce the number of
filings and reports currently required to be submitted by each of the Pennsylvania
OpCaos, to allow the submission of a single company filing in the near future. These
reduced redundancies will ultimately lead to efficiencies over time for both the
companies and regulatory staff. In addition to those I outline within my testimony,
Ms. Patterson speaks further to these benefits in her testimony (Joint Applicants
Statement No. 2).

Improved service quality: The efficiencies gained by streamlining these filings and
reports following consummation of the Transaction will allow employees to focus
on improving the quality of the tasks performed and to work on other multi-year
corporate improvement initiatives, such as planning longer-term improvement
projects. Moreover, certain business tasks, currently performed in duplicative
manners by the current Pennsylvania OpCos, would be consolidated and performed

by a single company post-merger.
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What are the long-term benefits of the Transaction?
Naturally, some synergies of the Transaction will be experienced over time. The above-
described efficiencies would be built upon in the future, as certain future regulatory or rate
increase filings would be reduced. For instance, rather than four separate base rate filings
being submitted by each of the Pennsylvania OpCos, FE PA would submit one base rate
filing reflective of the consolidated Pennsylvania operations. The Pennsylvania OpCos
currently submit a substantial number of annual, quarterly, and other periodic filings to the
PaPUC, including but not limited to: Annual Reports filed pursuant to 52 Pa. Code § 59.48;
Chapter 71 earnings reports; Chapter 73 depreciation reports; Distribution System
Improvement Charge (“DSIC”) filings; Long Term Infrastructure Improvement Plan
(“LTHP”) filings; and Annual Asset Optimization Plan (“AAOP”) filings. Currently, each
report and filing is submitted and made for each Company separately. The need for
multiple submissions places duplicative and inefficient resource burdens on each of the
Pennsylvania OpCos as well as on several departments within the PaPUC to process,
review and act upon issues in a piecemeal manner. Over time, the filings would be reduced
to a quarter of the pre-consolidation level. As rider rates become unified, workpapers will
become shorter and more streamlined. These burdens are also experienced by the statutory
public parties and other interested parties to these proceedings. Less filings, and less pages
in those filings, is also helpful to customers looking to understand their bill and other
offerings of the utility.

Another example of a long-term benefit, related to the shorter-term investment benefits
described above, is the potential for increased investment. By combining its resources at

a better debt rate, FE PA could invest more heavily in modernizing its system. Similarly,
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the competitive prices on debt issuances will allow the Companies to better invest in
forward-thinking technologies and resources.

In sum, while not all the regulatory and administrative efficiencies associated with the
reduction in the number of these filings will be immediate (e.g., base rates and rider rates
will not be consolidated until future rate proceedings), the long-term efficiencies that will

be realized should be recognized by the Commission.

Has the Commission previously recognized the benefits of consolidating intra-family
public utility operations?

Yes, the Commission has previously recognized the benefits of consolidating distribution
utility operations, which allows for the elimination of duplicative business activities. In
the Joint Application of UGI Utilities, Inc., UGI Penn Natural Gas, Inc. And UGI Central
Penn Gas, Inc., Docket Nos. A-2018-3000381, A-2018-3000382, A-2018-3000383
(Recommended Decision dated September 7, 2018), the Commission recognized that a
consolidation of public utility companies that performed certain business functions in
duplicate and/or triplicate would be performed on a consolidated basis by a single company
in the future. In the Joint Application of Peoples Natural Gas Company LLC and Peoples
Gas Company LLC, Docket Nos. A-2021-3029831, A-2021-3029833 (Initial Decision
dated July 6, 2022), adopted as final (Order entered Aug. 25, 2022), the Commission
recognized that the proposed merger would allow for customer service uniformity and the
elimination of duplicative business activities (i.e., the installation of duplicative facilities

in overlapping service territories).

Are there additional public benefits associated with FirstEnergy’s purchase of the

Class B interests in MAIT from Met-Ed and Penelec?
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Additional financial benefits associated with this aspect of the Transaction are explained

in detail by Mr. Fatusha in his testimony (Joint Applicants Statement No. 3).

Are there additional public benefits associated with the contribution of the West Penn
Transmission Assets to KATCo?

Yes. The Transaction will principally result in increased transparency with respect to West
Penn’s distribution and transmission businesses and will further streamline the
Pennsylvania OpCos’ consolidation of electric distribution assets by separating West
Penn’s Transmission Assets. In addition, the Transaction aligns the structure of West
Penn’s transmission facilities with the structure of the other Pennsylvania OpCos. As
described above, the PaPUC previously authorized the acquisition of the transmission
facilities of Met-Ed by MAIT and those of Penn Power by ATSI. The contribution of West

Penn’s Transmission Assets to KATCo will align its operations with those of its peers.

From a transmission perspective, the consolidation of Transmission Assets within
KATCo will allow interested parties to easily review the annual updates to the transmission
revenue requirement because that review can be focused on a single entity that owns only
transmission assets. This increased clarity and transparency will also help attract capital
because, as discussed by Mr. Fatusha (Joint Applicants Statement No. 3), the added
transparency investors favor in a transmission-only model will have no retail customers
and receive its revenue from PJM.

Finally, the Transaction will provide the benefit of creating a corporate separation of

the transmission business, in addition to the functional separation that exists today.
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Has the Commission recognized the benefits of separating the transmission and
distribution functions of electric utilities into separate companies?

Yes, | believe so. | understand that one of the primary goals of both the General Assembly
and the Commission in restructuring the electric utility industry was to provide consumers
with greater clarity as to what aspects of their bills were associated with the generation,
transmission, or distribution functions, respectively, of electric utility service. Although
the General Assembly recognized that transmission service should continue to be
regulated, it required the unbundling of generation, transmission, and distribution rates in
electric utilities’ tariffs and on customers’ bills. The General Assembly also authorized the
Commission to permit electric utilities to divest themselves of generation assets, as the
generation function of electric utility service would now be subject to competition. These
aspects of restructuring suggested that the General Assembly and the Commission both
found the separation of the generation, transmission, and distribution functions to be in the

public interest.

Consistent with these requirements, West Penn unbundled its transmission and
distribution charges and divested itself of its generation assets during restructuring. The
restructuring aligned West Penn’s corporate function with these service functions, which
increased its focus on transmission and distribution infrastructure. FirstEnergy’s other
Pennsylvania electric distribution utilities thereafter requested and obtained Commission
approval to further separate their respective transmission and distribution functions,

through the creation of separate transmission companies that acquired their respective
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transmission assets.® These transactions were, in part, based upon the benefits that
additional transparency resulting from the separation of transmission and distribution
functions would provide to stakeholders and investors. The additional transparency also
further aligned the functions of these companies with the separation of functions proposed

by restructuring.

Q. Are you aware of any examples where the Commission or other regulatory bodies
have recognized the benefits of separating the transmission and distribution functions
of electric utilities into separate companies and/or forming a company that
specifically performs a transmission function?

A. Yes. The Commission itself has repeatedly noted that one of the benefits of restructuring
is the separation of transmission and distribution cost of service. As such, by separating
the transmission and distribution functions involved into separate corporate entities, the

proposed Transaction furthers the goals of restructuring.

In addition, other regulatory bodies have recognized that the separation of transmission
and distribution functions of electric utilities into separate entities provides important
benefits. For example:

e The Public Utilities Commission of Ohio recognized that the many

transmission-only companies operating throughout the state benefit the public

& As noted above, the Commission issued a certificate of public convenience to Penn Power in 2000, which permitted
the contribution of its transmission assets to ATSI. See ATSI Order. The Commission similarly issued a certificate
of public convenience to MAIT, Met-Ed and Penelec, authorizing the contribution of Met-Ed’s and Penelec’s
transmission assets to MAIT in 2016. See MAIT Order.
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by reducing a distribution utility’s need to raise capital for transmission
expansion.’

e FERC has similarly noted on several occasions that “[b]y eliminating the
competition for capital between generation and transmission functions and
thereby focusing only on transmission investment, the [transmission company]
model responds more rapidly and precisely to market signals indicating when

and where transmission investment is needed.”®

Please summarize the principal benefits that the Transaction, as a whole, will create.
To sum up my earlier testimony, several benefits will accrue to customers across the
consolidated entity footprint, including but not limited to: (i) increased administrative
efficiency; (i) increased operational efficiency; (iii) increased financing efficiency; and
(iii) increased regulatory efficiency. The proposed merger of the Pennsylvania OpCos into
a single entity will produce immediate benefits and is a critical first step to achieving and
realizing longer-term benefits through the unification of rates and other terms of service.
One management team will lead distribution operations using a uniform work
management platform. A united management team utilizing consistent administrative and
operational practices across the territory will provide efficiencies in performing day-to-day

operations, reacting to storm events, and identifying and addressing areas of improvement

7 See In the Matter of the Application of AEP Ohio Transmission Company, Inc. for Confirmation That Its Operations
Will Render It an Electric Light Company and a Public Utility Within the Meaning of Sections 4905.03(A)(4) and
4905.02, Revised Code.; In the Matter of the Joint Application of AEP Ohio Transmission Company, Inc., Columbus
Southern Power Company, and Ohio Power Company for Approval of Proposed Transfers, to the Extent Required by
Section 4905.48(B), Revised Code.; In the Matter of the Application of AEP Ohio Transmission Company, Inc. for
Authority to Issue Short-Term Notes and Evidences of Indebtedness, Case No. 10-245-EL-UNC, et al., 2010 Ohio
PUC LEXIS 1410 (Dec. 29, 2010).
8 |TC Holdings Corp., Entergy Corporation, 143 FERC { 61,256, at P 125 (June 20, 2013); Startrans 10, L.L.C., 122
FERC 1 61,307, at P 27. See also ITC Holdings-1PL, 121 FERC 61,229, at P 123 (2007); ITC Midwest LLC, 133
FERC 1 61,169, at P 23 (2010).
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to the distribution system. Additionally, the Transaction will increase transparency with
respect to the distribution and transmission businesses because all transmission assets
across the footprint will now reside in separate transmission-only entities. West Penn’s
quarterly financial reports will be better aligned with the assets recorded on its books and
will not require adjustments to isolate the earned rate of return of its retail distribution
business. This increased transparency, in turn, is also expected to facilitate necessary
capital investment in the transmission infrastructure serving the Commonwealth, which

will benefit all customers of the combined entity.

IX. CONCLUSION

Q. Does this conclude your testimony?

Yes, it does.
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	I. INTRODUCTION AND BACKGROUND
	Q. Please state your name, title, and business address.
	A.  My name is Joanne M. Savage.  I am the Director of the Rates and Regulatory Affairs Department – Pennsylvania at FirstEnergy Service Company (“FESC”), a direct, wholly-owned subsidiary of FirstEnergy Corp. (“FirstEnergy”).  My business address is ...

	Q. Please describe your responsibilities as the Director of the Rates and Regulatory Affairs Department – Pennsylvania.
	A. I oversee activities related to the regulation of FirstEnergy’s wholly-owned Pennsylvania electric distribution operating companies (“EDCs”), which include: Metropolitan Edison Company (“Met-Ed”), Pennsylvania Electric Company (“Penelec”), Pennsylv...

	Q. What is your educational and professional background?
	A. I received a Bachelor of Science in Accounting and Finance from Albright College and a Master of Business Administration in Corporate Finance from Alvernia University.  I have been employed by FESC since 2005 and have held various positions of incr...

	Q. Have you ever testified before the PaPUC?
	A. Yes.  I have testified before the PaPUC in various rate-related proceedings, as more fully described in Appendix A of my testimony.

	Q. On whose behalf are you testifying in this proceeding?
	A. I am testifying on behalf of Met-Ed, Penelec, Penn Power, West Penn, FirstEnergy Pennsylvania Electric Company (“FE PA”), Mid-Atlantic Interstate Transmission, LLC (“MAIT”) and Keystone Appalachian Transmission Company (“KATCo”).  I will hereinafte...

	Q. What is the purpose of your testimony?
	A. The purpose of my testimony is to provide a general overview of the proposed transaction (“Transaction”) under which: (1) Met-Ed, Penelec, Penn Power and West Penn will merge into one legal entity, FE PA; (2) FirstEnergy will purchase the Class B i...

	Q. Are you sponsoring any exhibits as part of your testimony?
	A. Yes.  I am sponsoring the following exhibits with my testimony:

	Q. Were these exhibits prepared by you or under your direction and supervision?
	A. Yes.

	Q. Please identify any other witnesses submitting direct testimony on behalf of the Joint Applicants in this proceeding.
	A. Three other witnesses will also sponsor direct testimony in this proceeding on behalf of the Companies.  Those witnesses and topics include:


	II. OVERVIEW OF THE PROPOSED TRANSACTION
	Q. Please provide an overview of the Joint Applicants’ request in this proceeding.
	A. As fully discussed in the Joint Application, the Companies are requesting that the PaPUC approve: (1) the merger of Met-Ed, Penelec, Penn Power, and West Penn, FirstEnergy’s wholly-owned and commonly managed and operated Pennsylvania utility subsid...

	A. Pennsylvania OpCos Consolidation
	Q. Why are the Joint Applicants proposing to merge Met-Ed, Penelec, Penn Power, and West Penn into one legal entity at this time?
	A. The Transaction is the next step in FirstEnergy’s “FE Forward” initiative, which FirstEnergy implemented in February 2021.  Prior to the implementation of the FE Forward initiative, FirstEnergy’s ten operating companies, including the Pennsylvania ...

	Q. Please provide a brief description of the Joint Applicants to the Transaction.
	A. Met-Ed, Penelec, Penn Power, and West Penn are corporations organized and existing under the laws of the Commonwealth of Pennsylvania.  Penn Power is a direct subsidiary of Ohio Edison Company (“Ohio Edison”), which is a direct subsidiary of FirstE...

	Q. Please provide additional details about the nature of Met-Ed’s service.
	A. Met-Ed provides service to more than 587,000 electric utility customers within 3,300 square miles of eastern and southeastern Pennsylvania.  Met-Ed has a summer peak load of about 3,021 megawatts (“MW”), with about two-thirds of that load attributa...

	Q. Please provide additional details about the nature of Penelec’s service.
	A. Penelec provides service to more than 588,000 electric utility customers within 17,600 square miles in northern and central Pennsylvania and western New York.  Penelec has a summer peak load of about 2,838 MW, with about two-thirds of that load att...

	Q. Please provide additional details about the nature of Penn Power’s service.
	A. Penn Power provides service to about 171,000 electric utility customers within 1,100 square miles in western Pennsylvania.  Penn Power has a summer peak load of about 944 MW, with about three-quarters of that load attributable to residential and sm...

	Q. Please provide additional details about the nature of West Penn’s service.
	A. West Penn provides transmission and distribution service to about 737,000 electric utility customers within 10,400 square miles in central and southwestern Pennsylvania.  West Penn has a summer peak load of about 3,827 MW, with about two-thirds of ...

	Q. How are the transmission facilities located within the Pennsylvania OpCos’ respective existing service territories owned and operated?
	A. The transmission facilities located within the Met-Ed and Penelec service territories are owned by MAIT and are under the functional control of the PJM as the RTO.  The PaPUC previously approved MAIT’s acquisition of Met-Ed’s and Penelec’s transmis...

	Q. What impact will the consolidation of the Pennsylvania OpCos into a single legal entity have upon their respective existing tariffs?
	A. Following the merger, the existing tariffs for the Pennsylvania OpCos, including West Penn’s tariff for The Pennsylvania State University (“PSU”), will be combined, such that each will operate as a “rate district” under FE PA’s tariff.  As further ...

	Q. Will the Transaction impact current customer rates?
	A. No.  Customers will not experience any impact to their current rates as a result of the Transaction.  The distribution rates will be the same as the rates that were approved by the PaPUC in each of the Company’s distribution rate cases effective Ja...

	Q. Please describe the Joint Applicants’ proposal regarding the existing geographical electric distribution service areas.
	A. Today, Met-Ed, Penelec, Penn Power, and West Penn each have their own PaPUC-approved tariffs specifying the conditions under which they distribute electric service and provide various other retail services within their service territories.  Joint A...

	Q. What are the Joint Applicants proposing in regard to the existing individual Pennsylvania OpCos’ retail tariffs?
	A. As I previewed earlier, the Pennsylvania OpCos propose to consolidate the five individual retail tariffs into one combined retail tariff using the rate districts to continue the current rate structure until a future base rate case filing.  The Tran...

	Q. Do the Joint Applicants have an exhibit that lists how the individual Pennsylvania OpCos’ retail tariffs will be combined to create a single consolidated retail tariff?
	A. Yes.  Joint Applicants Exhibit JMS-11 highlights the proposed revisions required to consolidate the existing retail tariffs into a single tariff.  The Rules and Regulations, Rates, and Rider pages list the proposed revisions to each regulation, rul...

	Q. What tariff revisions are the Pennsylvania OpCos proposing in order to consolidate the supplier and third-party data access tariffs?
	A. The Electric Generation Supplier Coordination Tariff (“Supplier Tariff”) for each of Met-Ed, Penelec, Penn Power, and West Penn, recently approved in the DSP proceeding, will also be consolidated as the Consolidated Electric Generation Supplier Coo...

	B. Purchase Of MAIT Class B Interests
	Q. Please summarize the aspect of the Transaction that involves FirstEnergy’s purchase of Class B interests in MAIT from Met-Ed and Penelec.
	A. As explained in detail in the testimony of Mr. Fatusha (Joint Applicants Statement No. 3), the second step of the Transaction will involve FirstEnergy purchasing Met-Ed’s and Penelec’s Class B interests in MAIT for cash consideration.  This purchas...

	Q. Why is FirstEnergy purchasing these interests at this time?
	A. FirstEnergy is purchasing these interests as part of the overall effort to form a consolidated, distribution-only entity with FE PA.  Ms. Patterson will further explain the accounting impacts of this part of the Transaction in her testimony (Joint ...

	Q. Will FirstEnergy’s purchase of the Class B interests in MAIT from Met-Ed and Penelec have an impact on rates?
	A. No.

	Q. Will FirstEnergy’s purchase of the Class B interests in MAIT from Met-Ed and Penelec have an impact on FE PA’s post-consolidation operations or service?
	A. No.


	III. CONTRIBUTION OF WEST PENN TRANSMISSION ASSETS TO KATCO
	Q. Please describe how West Penn’s Transmission Assets are currently owned and operated.
	A. In addition to its electric distribution operations described above, West Penn currently owns and operates 1,702 miles of transmission lines and related facilities.  West Penn’s transmission infrastructure is under the functional control of PJM as ...

	Q. How is West Penn currently being compensated as a transmission owner?
	A. On behalf of transmission owners, PJM bills entities that take transmission service over transmission facilities located in PJM’s territory (hereinafter “Transmission Customers”), consistent with the provisions of its Open-Access Transmission Tarif...

	Q. How does West Penn currently classify Transmission Assets in distinguishing its distribution service?
	A. West Penn currently classifies all facilities with voltage levels at or above 100 kilovolts (“kV”) as Transmission Assets.

	Q. At what point will the PJM transmission payments to West Penn shift to KATCo?
	A. Immediately upon closure of the Transaction, KATCo, as the owner of the Transmission Assets, will be entitled to receive all transmission revenue derived from the provision of transmission service through the use of the transmission facilities curr...

	Q. Please describe KATCo and its current role in the FirstEnergy corporate structure.
	A. KATCo is a direct subsidiary of FirstEnergy that was set up in anticipation of the contribution of West Penn’s Transmission Assets to a separate entity.  KATCo currently contains no assets.

	Q. Please describe the contribution of West Penn’s Transmission Assets to KATCo.
	A.  West Penn will make a one-time contribution of its existing Transmission Assets to KATCo through a tax-free transfer in exchange for Class B interests of KATCo stock.  West Penn will then sell these Class B interests to FirstEnergy for cash.  As a...

	Q. Please describe the transmission assets and associated liabilities that West Penn will contribute to KATCo.
	A West Penn will contribute the Transmission Assets at net book value (original cost less depreciation reserve) to KATCo in exchange for a membership interest in KATCo.  As explained in further detail in the testimony of Ms. Patterson (Joint Applicant...

	Q. Will West Penn contribute land or other real estate interests along with the Transmission Assets it proposes to divest under the Transaction?
	A. No.  The associated land and other real estate interests will remain on West Penn’s books, and a Ground Lease (Joint Applicants Exhibit No. AP-8) will be put into place between FE PA (as lessor) and KATCo (as lessee).  As described in Ms. Patterson...

	Q. Will there be any shared property by KATCo and FE PA?  If so, how will the Ground Lease’s allocation formula operate for allocation of costs between facilities that are utilized for both transmission and distribution functions?
	A. Yes.  KATCo will lease the property associated with the contributed Transmission Assets from FE PA by way of the Ground Lease.  West Penn currently has, and FE PA (as successor-in-interest to West Penn LLC) may in the future construct, distribution...

	Q. Will KATCo or FE PA own any new or expanded rights-of-way for transmission facilities?
	A. Generally, KATCo will own any new or expanded rights-of-way for transmission facilities.  However, there may be fact-dependent instances where both KATCo and FE PA will own the expanded rights-of-way.  For example, if KATCo is extending a transmiss...

	Q. Will the Transaction change how transmission service in the West Penn service area is regulated?
	A. No, it will not.  The contributed Transmission Assets will remain subject to the terms of PJM’s OATT at all times before, during, and after the Transaction.  As discussed in detail in Ms. Thomas’s testimony (Joint Applicants Statement No. 4), KATCo...

	Q. Will KATCo have a contractual relationship with other FirstEnergy companies related to its ownership of the Transmission Assets?
	A. Yes, it will.  KATCo will be FirstEnergy’s operating subsidiary, similar to the corporate relationship FirstEnergy has with MAIT and ATSI.  Accordingly, the Joint Applicants are requesting Commission approval of the following affiliated interest ag...


	IV. REQUESTS FOR A CERTIFICATE OF PUBLIC CONVENIENCE
	A. FE PA’s Request For A Certificate Of Public Convenience To Begin To Provide Public Utility Service
	Q. As part of the Transaction, are the Joint Applicants requesting a certificate of public convenience for FE PA to begin to provide electric distribution service in Pennsylvania?
	A. Yes.  As I explained earlier, after each of the Pennsylvania OpCos is merged with and into FE PA, each will be operated as a separate rate district within the boundaries of their existing service territories.  In order to permit FE PA to provide se...

	Q. Are the Pennsylvania OpCos requesting any other certificates of public convenience related to FE PA’s request to initiate electric distribution service in Pennsylvania?
	A. Yes.  As explained in the Application, the Pennsylvania OpCos are requesting a certificate of public convenience authorizing the abandonment of service by each of the Pennsylvania OpCos in their respective historical service territories.  Through t...

	Q. Please describe the current operation of the Pennsylvania OpCos.
	A. Each of the Pennsylvania OpCos currently provides safe and reliable service to customers throughout their respective service territories.  The Pennsylvania OpCos also prepare and file all necessary regulatory reports in a timely manner.  In additio...

	Q. What technical support exists today that will continue to exist post-consolidation?
	A. The FE Forward initiative centralized technical groups including Safety and Human Performance, Facilities, Human Resources, Organization Performance Management and Strategy, and Engineering Services.  The centralization of these specialized areas h...

	Q. What new technical support will exist post-consolidation?
	A. While the Pennsylvania OpCos have not performed a comprehensive analysis of all the technical support that will result from the Transaction, the consolidation of the Pennsylvania OpCos into FE PA will permit the formation of a single legal entity t...

	Q. Will the consolidation of the Pennsylvania OpCos impact the PaPUC’s jurisdiction over the Pennsylvania OpCos’ electric distribution facilities, rates, and terms of service?
	A. No.  Following approval by the PaPUC, the proposed Transaction will not change the Commission’s authority over the Pennsylvania OpCos’ electric distribution facilities, rates, and terms of service.

	B. KATCo’s Request For A Certificate Of Public Convenience
	Q. As part of the Joint Application, is KATCo requesting that the PaPUC issue a certificate of public convenience conferring public utility status upon KATCo?
	A. Yes.  As I mentioned earlier in my testimony, KATCo is requesting that the Commission issue a certificate of public convenience that (a) confers upon it public utility status and (b) expressly states that KATCo does not have the right to furnish an...

	Q. How will the Transaction impact the competitiveness of transmission service in Pennsylvania and the ability of the Commission to monitor and investigate anti-competitive behavior?
	A. If approved by the PaPUC, the proposed Transaction will not diminish the Commission’s authority or ability as it exists today to monitor and investigate anti-competitive behavior in relation to the underlying Transmission Assets.  KATCo’s transmiss...

	Q. Please address KATCo’s fitness to furnish public utility service.
	A. I understand that an applicant for a certificate of public convenience to operate as a public utility in Pennsylvania must demonstrate its technical, financial, and legal fitness.  Below, I will address, and demonstrate, how KATCo satisfies each of...

	Q. Will KATCo have the technical capacity to furnish electric transmission service in Pennsylvania in the manner set forth in the Joint Application and your testimony?
	A. Yes, it will.  KATCo will be a member of the FirstEnergy holding company system.  As such, it will have the same access that West Penn currently has to the resources and expertise available from FESC.  The FirstEnergy Service Company Agreement (Joi...

	Q. Please describe KATCo’s financial fitness.
	A. KATCo will be a member of FirstEnergy’s regulated money pool pursuant to the terms of the FirstEnergy Regulated Money Pool Agreement (Joint Applicants Exhibit EF-5), for which PaPUC approval is requested in the Joint Application, and is expected to...

	Q. Will KATCo have the legal fitness to be a certificated Pennsylvania public utility?
	A. Yes, it will.  KATCo will operate and maintain its entire interstate transmission system, including the portions thereof located in Pennsylvania, safely and in full compliance with applicable legal requirements.  Moreover, KATCo will continue West ...

	Q. What other filings are being made in conjunction with the Transaction?
	A. Concurrent to this filing, the Joint Applicants will be making filings at the FERC and the NYPSC seeking approval of the Transaction.

	Q. When do the Joint Applicants intend to close the Transaction?
	A. The Joint Applicants anticipate closing the Transaction only after all necessary regulatory approvals are obtained.  The Joint Applicants currently anticipate that they will have all these required approvals and will be able to close the Transactio...


	V. CORPORATE STRUCTURE PRE-AND POST TRANSACTION
	Q. Please describe the current corporate structure of the Joint Applicants.
	A.  Currently, FirstEnergy is the parent of Met-Ed, Penelec, Ohio Edison, and West Penn, and Penn Power is a direct subsidiary of Ohio Edison.  However, Penn Power is regulated by the PaPUC, and it has its own set of separate books.  West Penn present...

	Q. How will the structure change after the Transaction is completed?
	A. Upon the completion of the Transaction, FE PA HoldCo located in Delaware will be formed.  The FE PA HoldCo will be the parent of FE PA.  As a result of the Transaction, Penn Power will be transferred from under Ohio Edison and into FE PA.  FE PA wi...


	VI. MANAGEMENT STRUCTURE PRE-AND POST-MERGER
	Q. Please describe the current management structure for the Pennsylvania OpCos.
	A. As part of FE Forward, a new organization structure for the Pennsylvania OpCos went into effect on January 30, 2022.  The new structure established a consolidated management team, which was an important step in moving towards the FirstEnergy five-s...

	Q. Will the management structure change with the Transaction?
	A. The management structure put in place with FE Forward will remain essentially unchanged.  The Transaction will not impact the current reporting relationship of employees.  However, the accounting and finance activities will change as discussed in t...

	Q. Will the management structure of KATCo be impacted by the consolidation of the Pennsylvania OpCos or by the contribution of West Penn’s Transmission Assets to it?
	A. No, because KATCo does not have any employees.


	VII. IMPACT ON CUSTOMERS, EMPLOYEES, AND THE COMPETITIVE MARKET PLACE
	Q. How will the merger of the Pennsylvania OpCos affect their retail electric distribution service customers?
	A. There will be no rate impact to the Pennsylvania OpCos’ customers as a result of the Transaction.  As I mentioned previously, customer rates will not be impacted by the Transaction because the customers will continue to receive electric service at ...

	Q. How will the Transaction affect low-income customers and the Pennsylvania OpCos’ Universal Service Programs?
	A. The Transaction will not affect the service provided to low-income customers who participate in the current Universal Service Programs or those low-income customers who do not participate in such programs.  The Pennsylvania OpCos’ Universal Service...

	Q. Will low-income customers under the Pennsylvania OpCos’ Customer Assistance Programs (“CAP”) experience any changes?
	A. No.  The Transaction will have no impact on CAP customers because the rate districts will retain the same CAP plans currently in effect for each Company.

	Q. How will the merger affect the Pennsylvania OpCos’ reliability metrics?
	A. The reliability metrics established by the PaPUC for each Pennsylvania OpCo will not change as a result of the Transaction.  The metrics will continue to be tracked and reported by operating company unless the PaPUC establishes new metrics as a res...

	Q. How will the Transaction affect each Company’s employees?
	A. Each Company’s employees will continue to report as they currently do today based on the consolidated management and operational organization already effective with the FE Forward initiative.  Other than a change in employer to FE PA, there will be...

	Q. What effect will the Transaction have on electric competition in the Commonwealth of Pennsylvania?
	A. The Transaction will have no effect on electric competition for customers of the Companies or on EGSs.  Existing Met-Ed, Penelec, Penn Power, and West Penn contracts will be maintained, and customers of each Company will continue to have access to ...

	Q. Will the proposed contribution of Transmission Assets to KATCo have any anti-competitive effect?
	A. No.  As noted previously, West Penn seeks only to fully separate its transmission facilities from its distribution facilities.  KATCo does not own any generation or distribution facilities, nor will it own or control any generation or any distribut...


	VIII. BENEFITS OF THE FE FORWARD INITIATIVE AND THE PROPOSED TRANSACTION
	Q. Please explain the benefits customers will experience from the FE Forward initiative.
	A. The FE Forward initiative is a comprehensive plan designed to improve the quality and reliability of the company’s electric transmission and distribution systems, while also enhancing customer service and engagement.  The initiative includes invest...

	Q. Please describe the benefits expected from the Transaction.
	A. While the Transaction builds on the above-listed benefits of FE Forward by formalizing the reorganization and streamlined processes within FE Forward, the Transaction itself will accrue several short-term and long-term benefits for FirstEnergy, its...

	Q. What are the short-term benefits of the Transaction?
	A. The proposed consolidation of the Pennsylvania OpCos will produce immediate benefits and is the critical next step in achieving and realizing longer-term future benefits once rates and other terms of service are unified.  Customers can see short-te...

	Q. What are the long-term benefits of the Transaction?
	Q. Has the Commission previously recognized the benefits of consolidating intra-family public utility operations?
	A. Yes, the Commission has previously recognized the benefits of consolidating distribution utility operations, which allows for the elimination of duplicative business activities.  In the Joint Application of UGI Utilities, Inc., UGI Penn Natural Gas...

	Q. Are there additional public benefits associated with FirstEnergy’s purchase of the Class B interests in MAIT from Met-Ed and Penelec?
	A. Additional financial benefits associated with this aspect of the Transaction are explained in detail by Mr. Fatusha in his testimony (Joint Applicants Statement No. 3).

	Q. Are there additional public benefits associated with the contribution of the West Penn Transmission Assets to KATCo?
	A. Yes.  The Transaction will principally result in increased transparency with respect to West Penn’s distribution and transmission businesses and will further streamline the Pennsylvania OpCos’ consolidation of electric distribution assets by separa...

	Q. Has the Commission recognized the benefits of separating the transmission and distribution functions of electric utilities into separate companies?
	A. Yes, I believe so.  I understand that one of the primary goals of both the General Assembly and the Commission in restructuring the electric utility industry was to provide consumers with greater clarity as to what aspects of their bills were assoc...

	Q. Are you aware of any examples where the Commission or other regulatory bodies have recognized the benefits of separating the transmission and distribution functions of electric utilities into separate companies and/or forming a company that specifi...
	A. Yes.  The Commission itself has repeatedly noted that one of the benefits of restructuring is the separation of transmission and distribution cost of service.  As such, by separating the transmission and distribution functions involved into separat...

	Q. Please summarize the principal benefits that the Transaction, as a whole, will create.

	IX. CONCLUSION
	Q. Does this conclude your testimony?
	A.  Yes, it does.



